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Dear Applicant:

We have considered your application for exemption trom Federal
income tax as an organization described in sectlon 501 (¢) (3) of the
Internal Revenue Code.

The information submitted -iiscloses that you were incorporated
in m It was organized for
purposes under m The
specific purpnses of your organizatlon per your Articles of
Incorporation are “To assist in all community efforts Lo enhance the
striped bass [fishery in OERSEEEPY.  The corporation
will collecr all available scientific, environmental, financial, and
other information on the fishery and jlsseminate said informaticn to
the general public. The corporation will raise money through grants
and direct requests from the general public and spend all funds on
striped bass enhancements in M"

You requested tax exemption as a non-private foundation
organization described in sections 509(a) (1) and 170(b) (1) (A) (vi) of
the Internal Revenue Code. L e

| B The primary purpose of your organization according to your
jfv&#;’~application, Form 1023, is the acquisition. of fingerling striped
NAYSY pass from commercial fish farms and . depositing the fish at P

. O [1ovides free
transportation. The stocking of these fish will increase the public
recreational use of the lake, which-“’average&“ visitor days

a year. % of the visitors who fi,sh“-’f?;tarqgted striped bass.

hi_z‘_é‘t'i"pn is the education of
‘The organization will gather :
1. information related to

The secoru activity of_tbe:.':;ij(?l:_g;
the public at ~ striped bass fishery..
all available scientific and environme




S E——

the fishery. The organization will disseminate information through
free seminars to any members of the publj ~ tocusing on fishing
techniques, habitat maintenance, and enha.cement.

The long term advantage of increasing the striped bass
population is the reduct ten of a non-game, non-native predatory
rrash tish, called the oy commonly reterred
Lo as 2 QEEEEEN® The organization will participate in all local
eftorts to eradicate this lake destrcying fish.

The organization will seek grant funding from the local Fish
and Came Nepartment to support its enhancement goals. The
organization will seek furds from local businesses and corporations,
Also, tne organization will solicit public donations through the
post ing ol handbills at the lake and all fisheries related
businesses.,

FACTS :

g

e argani zation was established by t he e

a2 non-exempt membership crganization. Tho purpose
ot the formation ot the organization is to take advantage of private
grants and public monies with a non-profit status. :

The graits provided by the Fish and Game Commission were given

o g —— - O O Lhe formation of
the organization.

During the p.-ast‘years, the
through it members and solicitation from businesses and
other crganizations, purchased and stocked 12,500 striped bass in ’
the luke. It takes several years for the striped bass LO Grow large
enough (at least 13 inches) when they may be caught and kept.

The «rgan zation, since its formation on (NN hus not
or nas. been unible to provide documentation in regards to educating
and informing 'he general public on the fishery, habitant
naintenance, envircnmental conditions of the eccsystem of the lake,
“ishir g techniques, etc. The organization has not explained what
benetits the public will receive Dy increasing the population of the
striped bass. Also, the organization has not explained if the lake
is in distress from environmental deterioration, pollution, lack of
conservation, or too many visitors, but rather only enhancing the
recreational use of the lake for fishing. -




Each fiscal year the bquet of estimated expenses is geared
toward buying and stocking the lake with striped bass.

ISSUE:

Does the organization qdalify for exemption as an organization
described in section 501(c) (3) of the Internal Revenue Code?

LAW:

Section 501(c)(3) of the Internal Revenue Code describes
certain organications exempt from income tax under section 501 (a)
and reads in part as follows:

"(3) Corporations, and any community chest, fund, or foundatlion
organized and operated exclusively for religious, charitable,
scientific, testing for public safety, literary or educational
purposes, or to foster national or international amateur sports
competition (but only if no part of its activities involve the
provision of athletic facilities or equipment), no part of the net
earnings of which inures to the benefit of any private sharcholder.
or individual, no substantial part of the activities of which is
carrying on legislation, (except as otherwise provided in subsection
(h), and which does not participate in, or intervene in (including
the publishing or distribution of statement), any political campaign
on behalf of any candidate for public office."”

Section 1.501(c) (3)-1(a) (1) of the Income Tax Regulations
provides that in order to be exempt as an organization described in
section 501(c) (3), an organization must be both organized and
operated exclusively for one or mere of the purposes specified in
such sections. 1If any organization fails to meel either the
organizational tes. or the operational test, it is not exempt .

Section 1.501(e) (3)=1(b) (1) (1) of the Regulations provides that
an organization is organized exclus. vely for one or more exempt
purposes only if its articles of organization (a) limit the purposes
of such organization to one Or more exempt purposes; and (b) do not
expressly empower the organization to engage otherwise than an
insubstantial part of its ar“ivities, in activities which in
themselves are not in furtherar ce of cne or more exempt purposes,

Section 1.501(c)(3)—1(c)(l)fbf&tﬁeﬂﬁegulations provides that an
organization will be regarded_as]?qutated exclusively" for one or




more exemplL purposes only if jt eéngages primarily in activitijes
which accomplish one or more of such exempt Purposes specified in
section 501(¢)(3). au organization will not be so regarded if more
than an insubstantial part of-its activities is not in furtherance
of an exempt purpose. .

Section 1.501(#)(3)-l(d)(ii) of the Regulations StacLes that an
organization is not organized or operated exclusively for one or
More exampt purposes unless it serves a public rather than a private
irnlerest, "hus, to meet the requirements, an organization must
@stablish that {t is not oraanized or operated for the bene it of
private interest, such as designated indivlduals, the creator or his
tamily, shareholders of the organization, or persons controlled,

Jirectly or ‘ndirecrly, by such private lnterests,

The Supreme Court Stated in Better Business Bureau v. Uniteq
Sﬁﬁ}gﬁL_iggMQLQL_279,~66“§, CT. 112, 90 L. ED. 67 "...the presence
or a single (non charitable] burpose, if substantial in nature, will
destroy the exemption reqardless ©.” the number of importancs of
Lruly (charitable) purposes.,"

see Church of Boston V. Commis:sioner, (1978) 71 T.C. 102;
Colorado State Chiropractic Society, (1989) 93 7T.¢. 487; Best Lock
torporation, (1959) 31 T.C. 1217; St, Louis Science Fiction Limited
v. Commissioner, T.C. Memo 1985-162 and Minnesota Kingsmen Chess
Aﬁggigggjgg*Lﬂg, v. Commissioner, T.C. Memo 1983-495; all ¢f those
Court cases helu Lhat the rresence of a single non-exempt purpose
and a substantial non=501(c¢) (3) activity results in loss of
cxemption Jespte “he presence of other exempt purposes.

Revenua trocedure 84-46, CB 1984-1 541, section 5, which reads
in part, as follows: ’

2. Exempt status will be recognized in advance of operations

- Proposed operiatiens can be described in sufficient detail to
permit a conclu. on that the organization will clearly meet the
particular requirements of the sSection under which exemption is
Claimed. A mere restatement of Purposes or a statement that
Proposed activities will be in furtherance of Such purposes
will not satisty this requirement, ‘The organization must fully
described the activities in which it expects to engage,
including the Standards, criteria,-procedures, or other means
adopted or planned for carrying out the activities; the ' .
anticipated sources of receipts; and the nature of contemplated
expenditures. Where the organization cannot demonstrate to the
Satisfaction of the Service that its proposed activities will




be exempt, a record of actual operations ma he required
before a ruling or determinaticn letter will issued. In
those cases where an organization is unable to describe fully
its purposes and activities, a refusal to issue a ruling or
determination letter will be considered an initial adverse
determination from which administrative appeal or protest
rights will be afforded."

ANALYSIS:

All of the preceding Code sections, Regulation sections,
Rovenue Procedures and court cases describe the criteria unaer which
an organization may be exempt under section 501(c) (3) of the
Internal Revenue Code. They also describe the pasis for which
organivsations were denied exemption because they were not organi:zed
and c(perated exclusively tor section 501(c) (3) purposes.

Under section 501(c) (3) of the Code, organizations who are not
operated exclusively for one of the specified purposes of section
501(c) (3) or organizations whose sole purpose is providing private
penefit to its members or individuals is not exempt under section
501(¢) (3) of the Code. Your organization's activities are not
exclusively educational or charitable. There are indications of
private benefit for a few individuals. It appears that the
organization’s activity is to increase the public recreational use
of the lake by stocking it with striped bass and eradicating 'a non-
gane, non-native predatory trash fish.

You have not provided any means or methods of involving or
informing the public about the striped bass fishery, ecosystem of
the lake, gathering and disseminating of scientific and
environmental data, or scheduling of public forums.

Thus far, your activities appear to be private interests and
more than just incidental activities. You did not ci..ate for any
of the specified exempt purposes. The organization did not meet the
requirements as described under section 501(c) (3) of the Code.

CONCLUSION:

To be considered for tax exémpt,stétus“under section 501(c)(3);
an organization must be both organized ana operated exclusively for
one or more of the purposes specified in that section. Alsqﬁﬁips




activities must be restricted to those permitted a section 201 (c) (3)
organization.

It is the pusition of the Internal Revenue Service, based on
the informaticn submitted, that YOU are not entirled to exempt ion
Lrom Federal income tax as AN organization described in section
201 (e) (3) of the Internal Revenue Code, as YOu are nct organized andg
operated exclusively for any of the specified purposes within that
section. You ai. both organized and operated exclusively for the
private bunefit of a few individuals,

It you are in dgreement with this Proposed determination, we
request that you sign and return the enclosed agreement Form 6018,
Please note the instructions for signing on the reverse side of the
form, '

[t you disagree with this propose. termination, we recommnend
that you request a hearing with our office of Regional Director of
Appeals.  Your request for a hearing should inclvde a written appeal
qgiving the facts, law, and any other information to support your
position, as explained in the enclosed Publication 892. vou will
then be contacted to arrange a date for a hearing. The hearing may
be held at the office of Regional Diroctor of Appeals or, if you

Fequest, at a mutually convenient District Office. » self-addressed
envelope i3 enclosed.

Lf we do not hear from you within 30 days from the date of this
letter, and vou do not protest this proposed determination in a
timely manner, it will be censidered by the Internal Revenue Service
as 4 tallure to exhaust available administrative remedies and will
then become our ti,al determination. If thig letter beccmes our
final determinaction, the appropriate state officials 0f the State ot
California will notified in accordance with section 6104 (c) of the
Code

Section 7423 (b) (2) of the Internal Revenue Code provides in
part that "declaratory judgement of decree under this section shall
not be issued in any proceeding unless the Tax Court, the Claims
Court, or the District Court of the United States- for the District
of Columbia determines that the organization involved has exhausted
administrat ive remedies available to it within the Internal Revenue

Service." :




If you have any queétiOLs, please contact the person wnose name
and telephone number is shown in the heading of this letter.

Sincerely your,

,/ ’éwtj J b

Steven T. Miller
Director, Exempt Organization

Enclcsures:
Form 6018
Publication 892
Notice 1214
envelope




